
STATE OF NEI,/ YORK

STATE TAX COMMISSION

In the Matter of the Petition
o f

Becton, Dickinson & Company

for Redetermination of a Deficiency or a Revision
of a Determination or a Refund of Corporation
Franchise Tax under Article 9-A of the Tax Law for
the F iscal  Years Ending 9/30/72 -  9 /30/74.

AI'FIDAVIT Otr MAITING

State of New York
County of A1bany

Jay Vredenburg, being duly sworn, deposes and $ays that he is an employee
of the Departnent of Taxation and Finance, over 18 years of age, and that on
the 4th day of August, L982, he served the within notice of Decision by
certified mail upon Becton, Dickinson & Company, the petitioner in the within
proceeding, by enclosing a true copy thereof in a securely sealed postpaid
wrapper addressed as fol lows:

Becton, Dickinson & Company
c/o Irwin Klepper - Vice President
Mack Centre Dr.
Paramus, NJ 07652

and by deposit ing same enclosed in a postpaid properly addressed wrapper in a
(post off ice or off icial depository) under the exclusive care and custody of
the United States Postal Service within the State of New York.

That deponent further says
herein and that the address set
of the petit ioner.

Sworn to before me this
4th day of August, L982.

addressee is the pet i t ionerthat the said
forth on said wr4pper ,{.s the last known address



STATE OF NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK 12227

August 4, 7982

Becton, Dickinson & Company
c/o lrwin Klepper - Vice President
Mack Centre Dr.
Paranus, NJ 07652

Gentlemen:

Please take notice of the Decision of the State Tax Comrnission enclosed
herewith.

You have now exhausted your right of review at the administrative level.
Pursuant to section(s) 1090 of the Tax Law, any proceeding in court to review
an adverse decision by the State Tax Commission can only be instituted under
Article 78 of the Civil Practice Laws and Rules, and must be conmenced in the
Supreme Court of the State of New York, Albany County, within 4 months fron the
date of this notice.

fnquiries concerning the computation of tax due or refund allowed in accordance
with this decision may be addressed to:

NYS Dept. Taxation and Finance
law Bureau - litigation Unit
Albany, New York 72227
Phone /l (518) 457'2070

Very truly yours,

STATE TAX COMMISSION

Petit ioner' s Representative

Taxing Bureau' s Representative



STATE OF NEhI YORK

STATE TAX COMMISSION

In the Matter of the Petit ion

o f

BECToN, DICKINS0N AND CoMPANY

for Redetermination of a Deficiency or for
Refund of Corporation Franchise Tax under
Article 9-A of the Tax Law for the Fiscal Years
Ending September 30, 7972 Lhrough September 30,
197 4.

Whether income

peti t ioner and from

for purposes of the

derived from short- term commercial

cert i f icates of deposit  const i tutes

business al locat ion percentage.

DECISION

paper purchased by the

business receipts

Petit ioner, Becton, Dickinson and Company, Mack Centre Drive, Paramus, New

Jersey 07652, f i led a petit ion for redetermination of a deficiency or for

refund of corporation franchise tax under Art icle 9-A of the Tax Law for the

fiscal years ending September 30, 7972 thtough September 30, 1.974 (Fi le No.

2276s).

A formal hearing was held before Edward Goodell,  Hearing 0ff icer, at the

off ices of the State Tax Commission, Two l, /orld Trade Center, New York, New

York, on June 25, 7979 aL 10:45 A.M. Petit ioner appeared by rrr+in Klepper,

Esq., Vice-President - Taxes. The Audit Division appeared by Peter Crotty,

Esq.  (Samuel  Freund,  Esq.  ,  o f  counsel ) .

ISSUE

FINDINGS OF FACT

1. 0n November 15, 7976, the Audit Division issued three Statements of

Audit Adjustment together with Notices of Deficiency against the petitioner for

the fiscal years ending September 30, 1972, September 30, 1973 and September 30,
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7974, imposing addit ional franchise taxes against the petit ioner in the fol lowing

amounts:  $1,285.00 and in terest  thereon of  $ :0f .98 for  the f isca l  year  ending

September 30, 7972; $886.00 and interest thereon of $193.81 for the f iscal year

ending September 30, 1973; and $27.00 and interest thereon of $4.15 for the

fiscal year ending September 30, 7974.

2. (a) The petit ioner, Becton, Dickinson and Company, is a New Jersey

corporation whose principal business activity during the period at issue was

the manufacture and sale of medical supplies which can generally be described

as high volume, low value disposable medical supplies such as disposable plastic

glassware and blood-collecting systems.

(b) During the periods at issue, the petit ioner rdas not engaged in

the business of banking or in the business of buying and sell ing securit ies.

3. During the periods at issue the petit ioner, in the exercise of proper

cash management, invested excess funds amounting to many mil l ions of dollars,

the amount of which is not in dispute, in cert i f icates of deposit of various

commercial and savings banks and in the purchase, from other companies in need

of funds, of short-term comrnercial paper, namely notes promising payment of a

sum certain and having maturit ies of something less than a year.

4. During the periods at issue the petit ioner derived many rni l l ions of

dollars in income from interest paid to i t  on said cert i f icates of deposit and

short-term comnercial paper, the amount of income so derived by the petitioner

not being in dispute.

5. Said short-term comrnercial paper and cert i f icates of deposit in which

petit ioner invested its excess funds as aforesaid were not purchasable or

tradeable "on the marketfr.
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6. No part of the short-term comnercial paper acquired by the petit ioner

as aforesaid represented accounts payable to i t  by i ts custoners.

7. The Corporation Tax Bureau excluded from the gross receipts factor of

the petit ioner's business al location percentage, the income that petit ioner

derived during the periods at issue from interest paid on the aforesaid cert i f i-

cates of deposit and short-term commercial paper, on the ground that petit ioner

was a manufacturer of product.s and not normally engaged in the business of

buying and sell ing securit ies and, further, that rrany income generated from

management of cash is not in l inett with i ts ttnormal business activitytt.

8. I t  is the petit ioner's claim that the income it derived during the

periods at issue from cert i f icates of deposit and short-term comnercial paper

as aforesaid should have been included in the gross receipts factor of i ts

business al location percentage on the ground that i t  constituted business

income and not investment income under the provisions of sections 208 and 270

of the Tax Law and the applicable regulations.

CONCI.USIONS OF IAW

A. That the Audit Division properly excluded from the gross receipts

factor of petit ioner's business al location percentage the income derived by

petit ioner during the periods at issue from short-term commercial paper and

cert i f icates of deposit since such income does not constitute ttbusiness

receipts'r under Tax law section zLA S(a) (2) (D) .

B. That though the term t 'aII other business receiptsrr, which is used in

Tax Law sect ion 27A3(a)(2)(D) ,  is  not  express ly  def ined in  the s tatute,  i t  is

reasonable to assume that such receipts must relate to the operation of the

business. See In the Matter of Aerojet-General Corporation, State Tax Cormrission,
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JuIy 7r 1980, which held that investment income does not constitute t 'business

receipts t t .

C. That the regulations of the Department of Taxation and Finance take

the approach that "a11 other business receiptstr must relate to the operation of

the business. See current regulations, 20 NYCRR section 4-4.L through section

4'4.6 and previous regulations, Ruling of State Tax Comnrission, March 14, 7962,

sect ion 4.15 through sect ian 4.23.

D. That International Harvester v. State Tax Commission, 58 A.D.2d 725,

is not disposit ive of this matter since the issue in that case was whether or

not cert.ain short-term notes were "other securit iest '  for purposes of Tax Law

section 208.5 with the result that income therefrom would be "investment

incomet' rather than rrbusiness incomert. The issue in the matter at hand is

whether income from cert i f icates of deposit and short-term commercial paper

constitutes 'rother business receiptstr for purposes of computing the petit ionerts

business a l locat ion percentage under  Tax law sect ion 210.3(a)(2)(D) .

E. That the petit ion of Becton, Dickinson and Company is denied and the

Notices of Deficiency issued November 15, 1976 are sustained.

: Albany, New York STATE TAX C0MMISSION

three

DATED

AUG 0 4 1982
STATE TAX COMMISSION


